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Royce J. Richards, J. D., CPA
Lynn J. Wood, CPA
INDEPENDENT AUDITOR’S REPORT -

Honorable Board of Education
North Summit Schooi District

We have audited the accompanying financial statements of the governmental activities, each major
fund, and the aggregate remaining fund information of North Summit School District, as of and for the
year ended June 30, 2006, which coliectively comprise the District's basic financial statements as
listed in the table of contents. These financial statements are the responsibility of North Summit
School District's, management. Our responsibility is to express opinions on these financial
statements based on our audit. '

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
 amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, each’ major fund, and the aggregate
remaining fund information of North Summit School District, as of June 30, 2006, and the respective
changes in financial position, thereof for the year then ended in conformity with accounting principles
- generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September
12, 2006, on our consideration of North Summit School District's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
- grant agreements and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing and
not to provide an opinion on the internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

The management's discussion and analysis and budgetary comparison information on pages 2
through 6 and page 28, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the United States
- of America. We have applied certain limited procedures, which consisted principally of inquiries of
- management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Wood Richavds € Assoc jates

Ogden, Utah
September 12, 2006

2490 Wall Avenue Ogden, Utah 84401 Phone (801) 621-0440 Fax (801) 399-9264
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NORTH SUMMIT SCHOOL DISTRICT

MANAGEMENT’S
DISCUSSION AND ANALYSIS
JUNE 30, 2006

This document is a narrative overview and analysis of the financial activities of North Summit
School District for the fiscal year ending June 30, 2006. North Summit School District
management encourages readers to consider the information presented here in conjunction with
the financial statements, which follow this section. To help the reader with navigation of this
report the district’s activities are classified in the following manner. government activities
include basic services such as instructional services, supporting services (students, instructional
staff, general district administration, school administration, business, operation and maintenance,
and student transportation), food service, and other. There are no business-type activities. These
government-wide statements are designed to be more corporate-like in that all activities are
consolidated into a total for the District.

Basic Financial Statements

o The Statement of Net Assets focuses on resources available for future operations. In simple
terms, this statement presents a snapshot view of the assets the district owns the liabilities it
owes and the net difference. The net difference is further separated into amounts restricted
for specific purposes and unrestricted amounts. Government activities reflect capital assets
including infrastructure and long-term liabilities. Business-type activities have long reported
capital assets and long-term liabilities.

e The Statement of Activities focuses gross and net costs of district programs and the extent to
which such programs rely upon general tax and revenues. This statement summarizes the
user’s analysis to determine the extent to which programs are self-supporting and/or
subsidized by general revenues.

e Fund financial statements focus separately on major government funds and proprietary funds.
Governmental fund statements follow the more traditional presentation of financial
statements. The District’s major government funds are presented in their own column and the
remaining funds are combined into a column titled “Other Government Funds.” A budgetary
comparison is presented for the general fund, which is the only fund for which a budget is
legally adopted. Statements for the District’s proprietary funds follow the governmental
funds and include net assets, revenue, expenses and changes in net assets, and cash flow.

o The notes to the financial statements provide additional disclosures required by governmental
accounting standards and provide information to assist the reader in understanding the

District’s financial condition.

Readers desiring additional information on nonmajor funds can find it in the Combining
Statements of Nonmajor Fund’s section of this report. Completing the financial section of the
report are schedules on capital assets and other financial schedules.



NORTH SUMMIT SCHOOL DISTRICT
MANAGEMENT’S
DISCUSSION AND ANALYSIS

JUNE 30, 2006 '

The Management’s Discussion and Analysis is intended to explain the significant changes in
financial position and differences in operation between the current and prior years.

District as a Whole
Government-wide Financial Statements
A condensed version of the Statement of Net Assets at June 30, 2006 and 2005 follows:

Net Assets at Year-end

Governmental Activities

2006 2005

Cash and investments $1,555,837 $8,275,816
Other assets 378,297 443,291
Capital assets 19,432,871 14,763,326
Total assets 21,367,005 23,482,433
Other liabilities 849,862 2,599,289
Long term outstanding 11,872,895 12,646,259
Total liabilities 12,722,757 15,245,548
Net assets:

Invested in capital assets,

Net of related debt 7,620,893 2,171,384
Restricted 39,596 4,290,491
Unrestricted 983,759 1,765,010

~ Total net assets $8,644,248 $ 8,226,885

During the year ended June 30, 2006 there was one significant event that changed the
components of net assets from cash to capital assets. An explanation of this event follows:

The District completed the middle school, for an additional cost of $ 5,049,538 with a total cost
over a two-year period of $11,873,858.The District’s cash decreased by $6,719,979 due mostly
in part by the construction of the middle school.



NORTH SUMMIT SCHOOL DISTRICT

MANAGEMENT’S

DISCUSSION AND ANALYSIS

JUNE 30, 2006

A condensed version of the Statement of Activities follows:

Governmental and Proprietary Activities
For the years ended June 30, 2006 and 2005

Revenues

Program revenues
Charges for services
Grants and contributions

General revenues
Taxes
Federal and state aid
Earnings on investments
Miscellaneous

Total revenues
Expenses
Instructional services
Supporting services:
Students
Instructional staff
General district administration
School administration
Business
Operation and maintenance
Student transportation
Food service personnel
Other
Interest on long-term liabilities

Total expenses

Change in net assets
Beginning net assets

Ending net assets

Governmental Activities

2006 2005
$ 212,802 § 193,214
2,672,321 2,492,319
3.051,044 3,938,941

2,178,619 2,170,029
145,611 263,529
62,048 112,791
0223435 9,170,823
4,607,746 4,316,828
357,003 486,180
198,314 118,050
222,712 223,805
303,824 359,973
109,202 101,866
1,147,743 1,047,429
531,272 466,476
337,549 303,536
431,838 386,950
468,869 364,769
8,806,072 8,175,862
417,363 994,961
8,226,885 7,231,924
$ 8,644,248 $ 8,226,885




NORTH SUMMIT SCHOOL DISTRICT

MANAGEMENT’S
DISCUSSION AND ANALYSIS
JUNE 30, 2006

Governmental activities:

For the year ended June 30, 2006 the total revenues for the governmental activities were
$9,223,435. Program revenues totaled $ 2,885,213. The major sources of program revenues are
charges for services, and operating grants and contributions. General revenues for the year
totaled $ 6,338,222. The major sources of general revenues are taxes, federal and state aid, and
interest earnings. Taxes comprise 43% of the District’s total revenues.

The District’s change in net assets for the year 2006 was $ 417,363, which was $ 577,598 less
than the prior year change in net assets. This difference was due to the following:

e A decrease in earnings on investments of $ 117,918.
e An increase in interest expense of $ 104,100.

e An increase in depreciation expense of $ 164,340.

¢ An increase in instructional services of $ 290,918.
Budgetary Highlights

During the year the District had a budget revision. At the end of the year there were no budget
shortfalls. In total, the general fund’s expenditures were $ 131,345 less than was budgeted.

Capital Assets and Debt Administration

Capital Assets

At June 30, 2006 the District had $ 19,432,871 invested in capital assets, including land,

buildings, and equipment. This amount represents a net increase (additions, deductions, and
depreciation) of $ 4,669,545, or 32% over last year.

Capital Assets at Year-end

Governmental Activities

2006 2005
Land - $1,736,101  $ 1,736,101
Buildings 21,924,206 16,864,260
Equipment ' : : 998,298 950,289
Subtotal 24,658,605 19,550,650
Accumulated depreciation _ 5,225,734 4,787,324
Capital assets, net S $19,432,871 $14,763,326



NORTH SUMMIT SCHOOL DISTRICT

MANAGEMENT’S
DISCUSSION AND ANALYSIS
JUNE 30, 2006
Capital Assets (continued)

The most significant change to the capital assets during the current year was the continued

-construction of the new middle school for $ 5,049,538.

Debt Outstanding

At year-end, the District had $ 11,872,895 in bonds and notes outstanding versus $ 12,656,259

last year, a decrease of $ 783,364.

Debt Outstanding at Year-end

Governmental Activities

2006 2005

South Summit School District $ 93332 § 124,372
Lease purchase 3.103% 299,498 598,995
Lease purchase 5.3625% 948,723 1,027,309
2004 Series Bonds . 10,455,000 10,825,000
2004 Series Bonds Premium 76,342 80,583
Total debt

outstanding $11,872,895 $12,656,259

Debt service payments in the fiscal year 2006 increased by $ 342,917.

More detailed information on the District’s long-term liabilities is presented in the notes to the
financial statements.

Economic Factors and Next Year’s Budgets and Rates

e Property taxes make up 43% of total revenues.
e State aid makes up 48% of total revenues.

Financial Contact

The District’s financial statements are designed to present users (citizens, taxpayers, customers,
investors, and creditors) with a general overview of the District’s finances and to demonstrate the
District’s accountability. If you have questions about the report or need additional financial
information, please contact the District’s Business Administrator at 76 S 100 E, Coalville, Utah
84017.
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NORTH SUMMIT SCHOOL DISTRICT
STATEMENT OF NET ASSETS
JUNE 30, 2006

ASSETS

Current Assets:
Cash and investments
Accounts receivable
Inventories

Total Current Assets

Capital assets:
Land
Buildings
Equipment
Less Accumulated depreciation
Capital Assets, Net

Other assets:
Unamortized bond issue costs

Total Assets

: LIABILITIES

Current liabilities:
Accounts payable
Accrued wages payable
Accrued liabilities payable
Due to student organizations

Total Current Liabilities

Noncurrent liabilities:

" Due within one year:
Current portion of notes payable
Current portion of lease purchase agreements
Current portion of bonds payable

Due in more than one year:

Notes payabie
Lease purchase agreements
Bonds payable
Unamortized bond premium

Total Noncurrent Liabilities
Total Liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for grant programs
Unrestricted

Total Net Assets

See accompanying notes to the financial statements

Governmental
Actlvities

$ 1,555,837
310,802
6,578

1,873,217

1,736,101

21,924,206
998,298

(5,225,734)

19,432,871

60,917

21,367,005

20,697
632,676
134,448

62,041

849,862

31,070
351,390
395,000

62,263
896,830
10,060,000
76,342

11,872,895

12,722,757

7,620,893
39,596
983,759

$ 8,644,248




NORTH SUMMIT SCHOOL DISTRICT
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2006

See accompanying notes to the financial statements

8

Net (Expense)
Revenue and

Changes in

Program Revenues Net Assets

Operating Capital Total
: Charges for  Grants and Grants and  Governmental
Functions Expenses Services Contributions Contributions Activities
Governmental activities:
Instructional services $ 4607746 $ - $ 2,068,981 $ (2,538,765)
Supporting services:

. Students 357,003 29,129 62,642 (265,232)
Instructional staff 198,314 - 150,606 (47,708)
General district administration 222,712 - - (222,712)
School administration 393,824 - - (393,824)
Business 109,202 - - (109,202)
Operation and maintenance 1,147,743 - - - (1,147,743)
Student Transportation 531,272 - 254,728 - (276,544)

Food service personnel 337,549 183,763 135,364 - (18,422)
Other 431,838 - - - (431,838)
Interest on long-term liabilities 468,869 - - - (468,869)
Total school district $ 8,806,072 $ 212,892 $ 2,672,321 $ - (5,920,859)
General revenues:
Property taxes levied for:
General purposes 1,405,294
Recreation 288,871
Debt service 849,621
Capital outlay 1,407,258
Federal and state aid not restricted to specific purposes 2,178,619
Eamings on investments 145,611
Miscellaneous 62,948
Total general revenues and special item 6,338,222
Change in net assets 417,363
Net assets - beginning 8,226,885
Net assets - ending $ 8,644,248



NORTH SUMMIT SCHOOL DISTRICT

BALANCE SHEET - GOVERNMENTAL FUNDS
JUNE 30, 2006

Major Funds

Maintenance Other Total
and Capital Governmental Governmental
ASSETS o Operation Projects Funds Funds
Cash and investments $ 1,154,499 $ 198,479 $ 202,859 $ 1,555,837
Accounts receivable 191,049 68,014 51,739 310,802
Due from other funds 38,582 - - 38,582
Inventories - - 6,578 6,578
Total assets $ 1,384,130 $ 266,493 $ 261,176 $ 1,911,799
LIABILITIES AND FUND BALANCES
Liabllities:
Accounts payable - $ 20,697 $ - $ - $ 20,697
Accrued wages payable ’ 632,676 - - 632,676
Accrued liabilities payable 134,448 - - 134,448
Due to student organizations - - 62,041 62,041
Due to other funds - - 38,582 38,582
" Total liabilities _ 787,821 - 100,623 888,444
Fund equity:
Fund balances:
Undistributed designation 330,367 - - 330,367
Reserved for grant programs 39,596 - - 39,596
Unreserved, undesignated 226,346 266,493 160,553 653,392
Total fund equity 596,309 266,493 160,553 1,023,355
Total liabilities and fund equity $ 1,384,130 $ 266,493 $ 261,176 $ 1,911,799

See accompanying notes to the financial statements
9



NORTH SUMMIT SCHOOL DISTRICT
RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF NET ASSETS
JUNE 30, 2006

Total fund balance - governmental funds

Amounté reported for governmental activities in the statement of net assets are
different because:

Capital assets used in governmental activities are not financial resources and,
- therefore, are not reported in the funds. Those assets consist of:

Bond issuance costs are amortized over the life of the bonds on the statement
of net assets

. Long-term liabilities that pertain to governmental funds, including bonds payable,
are not due and payable in the current period and therefore are not reported
‘as fund liabilities. All liabilities -both current and long-term - are reported in the
statement of net assets. Balances at year end are:

Land 1,736,101
Buildings 21,924,206
Equipment 998,298

Less Accumulated Depreciation (5,225,734)

$ 1,023,355

19,432,871

60,917

(11,872,895)

Bonds payable (10,455,000)
Note payable {93,333)
Lease/purchase agreement (1,248,220)
Unamortized bond premium (76,342)

. Total net assets - governmental activities

See accompanying notes to the financial statements
10

S 86428




NORTH SUMMIT SCHOOL DISTRICT
STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN FUND BLANCES

GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2006

Major Funds
Maintenance Other Total
and Capital Governmental  Governmental
Operation Projects Funds Funds
Revenue:
Local revenue:
Property tax $ 1,405,294 $ 1,407,258 $ 1,138,492 $ 3,951,044
Earnings from investments 97,997 - 47,614 ' 145,611
- Other local sources 62,948 - 212,892 275,840
State aid 4,311,137 - 111,724 4,422,861
Federal aid 329,886 - 98,193 428,079
Total revenue 6,207,262 1,407,258 1,608,915 9,223,435
Expenditures:
“Instructional services 4,607,746 - - 4,607,746
Support services:
Students 135,704 - - 135,704
Instructional staff 125,340 - - 125,340
General district administration 220,616 - - 220,616
School administration 364,961 - - 364,961
Business 109,202 - - 109,202
Operation and maintenance 468,435 - - 468,435
Student transportation 442,291 - - 442,291
- Food services - - 337,549 337,549
Other 1,700 - 430,138 431,838
Capital outlay - 5,763,065 - 5,763,065
Debt service:
Principal retirement - 377,864 401,259 779,123
Interest and fiscal charges - 66,928 402,783 469,711
Total expenditures 6,475,995 6,207,857 1,571,729 14,255,581
Excess (deficiency) of
revenue over expenditures (268,733) (4,800,599) 37,186 (5,032,146)
- Other financing sources (uses):
Transfers in - 267,926 - 267,926
Transfers out - - (267,926) (267,926)
Total other financing
sources (uses) - _ 267,926 {267,926) -
Excess (deficiency) of
revenue and other sources
(uses) over expenditures (268,733) {4,532,673) (230,740) (5,032,146)
Fund balances (deficit) - beginning
of year. 865,042 4,799,166 391,293 6,055,501
Fund balances {deficit) - end of year $ 596,309 $ 266,493 $ 160,553 $ 1,023,355

See accompanying notes to the financial statements

1




- NORTH SUMMIT SCHOOL DISTRICT
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN
FUND BALANCES OF GOVERNMENT FUNDS TO THE STATEMENT OF ACTIVITIES

: ' YEAR ENDED JUNE 30, 2006

Net change in furi_d balances-total governmental funds

Amounts reported for governmental activities in the statement of activities are
different because:

Governmental funds report capital outlays as expenditures. However,
in the statement of activities, assets with an initial, individual
cost of more than $5,000 are capitalized and the cost is allocated
over their estimated useful lives and reported as depreciation
expense. This is the amount by which capital outlays
-exceeded depreclation in the current period.

$ (5,032,146)

Capital outlays 5,192,955
Depreciation expense (523,410) 4,669,545
Repayment of debt principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the statement
of net assets.
Repayment of bond principal 779,123
'~ Governmental funds report the effect of issuance costs and premiums when
debt is issued, whereas these amounts are deferred and amortized in the
statement of activities. Interest is recognized as an expenditure in the
governmental funds when it s due. In the statement of activities, interest
expense is recognized as it accrues, regardless of when it is due. The
effects of these differences in the treatment of general obligation bonds and
related items is as follows:
Amortization of bond premium 4,241
Amortization of bond issuance costs : (3,400) 841
Change in net assets of governmental activities $ 417,363

See accompanying notes to the financial statements
12




NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

Summary of Sig_niﬁcant Accounting Policies

This summary of significant accounting policies of North Summit School District is
presented to assist in understanding the District's financial statements. The financial
statements and notes are representations of the District's management, which is
responsible for their integrity and objectivity. These accounting policies conform to
generally accepted accounting principles, as applicable to governmental units.

Organization

North Summit School District (District) operates under a board/superintendent form of
government and provides public education to the residents of North Summit, Utah.

Reporting Enti

In evaluating how to define the government, for financial reporting purposes,
management has considered all potential component units. The decision to include a
potential component unit in the reporting entity was made by applying the criteria set forth
in generally accepted accounting principles (GAAP). The basic - but not the only -
criterion for including a potential component unit within the reporting entity is the
governing body's ability to exercise oversight responsibility. The most significant
manifestation of this ability is financial interdependency. Other manifestations of this
ability to exercise oversight responsibility include, but are not limited to, the selection of
governing authority, the designation of management, the ability to significantly influence
operations, and accountability for fiscal matters. A second criterion used in evaluating
potential component units is the scope of public service. Application for this criterion
involves considering whether the activity benefits the government and/or its citizens, or
whether the activity is conducted within the geographic boundaries of the government
and is generally available to its citizens. A third criterion used to evaluate potential
component units for inclusion or exclusion from the reporting entity is the existence of

.special financing relationships, regardless of whether the government is able to exercise

oversight responsibilities. Based upon the application of these criteria, the District has no
component units.

The District’s financial statements are prepared in accordance with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is responsible for establishing GAAP for state and
local governments through its pronouncements (Statements and Interpretations).

Government-wide and fund financial statements

The government-wide financial statements (the statement of net assets and the
statement of changes in net assets) display information about the primary government.

. These statements include the financial activities of the overall government, except for

fiduciary activities. Eliminations have been made to minimize the double-counting of
internal activities.

13




NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

Summary of Significant Accounting Policies (continued)

Government-wide and fund financial statements (continued)

The statement of activities presents a comparison between direct expenses and program
revenues for each function of the District's governmental activities. Direct expenses are
those that are specifically associated with a function and, therefore, are clearly
identifiable to a particular function. Depreciation expense for capital assets that can
specifically be identified with a function are included in its direct expenses. Depreciation
expense for “shared” capital assets (for example, a school building is used primarily for
instructional, school administration, operation and maintenance of facilities, and school
lunch services) are ratably included in the direct expenses of the appropriate functions.
Indirect expense allocations that have been made in the funds have been reversed for
the statement of activities. Interest on general long-term liabilities is considered an
indirect expense and is reported in the statement of activities as a separate line item.

Program revenues include 1) fees and charges paid by students and other recipients of
goods or services offered by a given function, and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function.
Revenues that are not classified as program revenues, including property taxes, are
presented as general revenues.

The fund financial statements provide information about the District's funds. The
emphasis of fund financial statements is on major governmental funds, each displayed in
a separate column. All remaining governmental funds are aggregated and reported as
nonmaijor funds.

The District reports the following major governmental funds:

The Maintenance and Operation Fund is the general operating fund of the District
and accounts for all revenues and expenditures of the District not encompassed
within other funds. All general tax revenues and other receipts that are not allocated
by law or contractual agreement to some other fund are accounted for in this fund.
General operating expenditures and the capital improvement costs that are not paid
through other funds are paid from the Maintenance and Operation Fund.

The Capital Projects Fund is used to account for all resources for the acquisition or
construction of capital facilities by the District.

The District reports the following nonmajor governmental funds

The Special Revenue Fund is used to account for the proceeds of specific revenue
sources (other than expendable trusts or major capital projects) that are legally
restricted to expenditures for specified purposes.

The Debt Service Fund accounts for the accumulation of resources used for the
acquisition or construction of capital improvements (other than those financed by
Trust Funds).

14




NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

Summary of Signifiéant Accounting Policies {continued)

Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources

measurement focus. The government-wide financial statements are reported using the

accrual basis of accounting. Revenues are recorded when earned and expenses are

recorded at the time liabilities are incurred, regardiess of when the related cash flows -
take place. Nonexchange transactions, in which the District receives value without

directly giving equal value in exchange, include property taxes, grants, and donations.

On an accrual basis, revenue from property taxes is recognized in the fiscal year for

which taxes are levied. Revenue from grants and donations is recognized in the fiscal

year in which all eligibility requirements have been satisfied.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Under this
method, revenues are recognized when measurable and available. The District
considers all revenues reported in the governmental funds to be available if the revenues
are collected within sixty days after year-end. Property taxes and interest are considered
to be susceptible to accrual. All other revenue items are considered to be measurable
and available only when the District receives cash. Expenditures generally are recorded
when the related fund liability is incurred, except for principal and interest on general
long-term liabilities, claims and judgments, early retirement and post-employment
healthcare benefits, arbitrage rebates, and compensated absences, which are
recognized as expenditures to the extent they have matured. General capital asset
acquisitions are reported as expenditures in governmental funds. Proceeds of general
long-term debt and acquisitions under capital leases are reported as other financing
sources.

Under the terms of grant agreements, the District funds certain programs by a
combination of specific cost-reimbursement grants, categorical block grants, and general
revenues. Thus, when program expenses are incurred, there are both restricted and
unrestricted net assets available to finance the program. It is the District's policy to first
apply cost-reimbursement grant resources to such programs, followed by categorical
block grants, and then by general revenues.

Budgetary Data

Budgets are presented on the modified accrual basis of accounting for all governmental
funds. All annual appropriations laps at fiscal year-end with the exception of those
indicated as a fund balance reserve. Budgets are adopted on a basis consistent with
generally accepted accounting principles. The following procedures are used in
establishing the budgetary data reflected in the financial statements.

e During May of each year, the District superintendent submits to the Board a proposed
operating budget for the next fiscal year commencing July 1*. This budget includes
proposed expenditures and the means of financing them. Included also is a final
budget for the current year ending June 30™.

e Copies of the proposed budget are made available for public inspection and review
by the patrons of the District.

15




NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
. JUNE 30, 2006

Summary of Significant Accounting Policies (continued)
Budgetary Data (continued)

o If the District does not exceed the certified tax rate, a public hearing is held prior to
June 22 at which the budget is legally adopted by resolution of the Board after
obtaining taxpayer input. If the District exceeds the certified tax rate, the budget is
adopted in August when data is available to set the rates.

e Once adopted, the budget can be amended by subsequent Board action. The Board
upon recommendation of the superintendent can approve reductions in
appropriations, but increases in appropriations by fund require a public hearing prior
to amending the budget. In accordance with Utah state law, interim adjustments may
be made by administrative transfer of money from one appropriation to another within
any given fund.

¢ Certain interim adjustments in estimated revenue and expenditures during the year
ended June 30, 2006, have been included in the final budget approved by the Board,
as presented in the financial statements.

 Expenditures may not legally exceed budgeted appropriations at the fund level.

Deposits and Investments

The cash balance of substantially all funds are pooled and invested by the District for the
purpose of increasing earnings through investment activities and providing efficient
management of temporary investments. The District’'s investments are reported at fair
value at year-end. The Utah Public Treasurers’ Investment Fund operates in accordance
with appropriate state laws and regulations. The reported value of the pool is the same
as the fair value of the pool shares. Changes in the fair value of investments are
recorded as investment earnings. Earnings on pooled funds are apportioned and paid or
credited to the funds based on the average balance of each participating fund.

Cash and Cash Equivalents

The District considers cash and cash equivalents in proprietary funds to be cash on hand,
demand deposits, and short-term investments with original maturities of three months or
less from the date of acquisition, including investments in the Public Treasurers'
Investment Fund (PTIF).

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements
outstanding at year-end are referred to as either “due to/from other funds” (i.e., current
portion of inter-fund loans) or “advances from/to other funds” (i.e., the non-current portion
of inter-fund loans).

Advances between funds, as reported in the fund financial statements, are offset by a

fund balance reserve account in applicable governmental funds to indicate that they are
not available for appropriation and are not expendable available financial resources.
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NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

Summary of Significant Accounting Policies (continued)

Inventories

USDA commodity products have been valued in the financial statements at fair market
value. When the commodities are used they are included in the school food service fund
as a cost of food sold and as revenue from federal programs.

Purchased food inventory is reported as expenditure when the inventory is consumed.
Such inventory is valued using the first-in, first-out cost method.

Capital Assets

Capital assets, which include land, buildings and improvements, and fumiture and
equipment, are reported in the government-wide financial statements. The District
defines capital assets as assets with an initial, individual cost of more than $5,000 for
land, and furniture and equipment and $100,000 for buildings and improvements and an
estimated useful life in excess of two years. Purchased or constructed capital assets are
reported at cost or estimated historical cost. Donated capital assets are recorded at
estimated fair value at the date of donation. The cost of normal maintenance and repairs
that do not add to the value of the asset or materially extended assets’ lives are not
capitalized. Major outlays for capital assets and improvements are capitalized as projects
are constructed. Interest incurred during construction is not capitalized.

Buildings and improvements and fumiture and equipment of the District are depreciated
using the straight-line method over the following estimated useful lives:

Assets Years
Buildings 50
Building improvements and portable classrooms 20
Buses 10
Furniture and equipment 10
Vehicles 10
Computer equipment 5

Bond Issue Costs

The District incurred $68,000 in bond issue costs in 2004. Those issuance costs are
amortized using the straight-line method in the government-wide financial statements for
the term of the bonds from which the costs were incurred. The costs will be fully
amortized in 2024. :

Long-term Obligations

In the government-wide financial statements long-term debt and other long-term
obligations are reported as liabilities in the applicable statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the
life of the bonds using the straight-line method, which approximates the effective interest
method. Bonds payable are reported net of the applicable bond premium or discount.
Bond issuance costs are reported as deferred charges and amortized over the term of
the related debt.
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NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006 '

Summary of Significant Accounting Policies (continued)

Long-term Obligations

In the -fund financial statements, governmental funds recognize bond premiums and
discounts, as well as bond issuance costs, during the current period. The face amount of
debt issued is reported as other financing sources. While discounts on debt issuances
are reported as other financing uses. Issuance costs, whether or not withheld from the
actual debt proceeds received, are reported as debt service expenditures.

Equity
Fund Financial Statements:

in the fund financial statements, governmental funds report reservations of fund balance
for amounts that are not available for appropriation or are legally restricted by outside
parties for use for a restricted purpose. Designations of fund balance represent tentative
plans for future use of financial resources that are subject to change.

Government-wide Financial Statements:
Equity is classified as net assets and displayed in three components:

a. Invested in capital assets, net of related debt — Consists of capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are atiributable to the acquisition,
construction, or improvement of those assets.

b. Restricted net assets — Consists of net assets with constraints placed on the use
either by (1) external groups such as creditors, grantors, contributors, or laws or
regulations of other governments; or (2) law through constitutional provisions or
enabling legislation.

c. Unrestricted net assets — All other net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”

When an expenditure is incurred for purposes for which both restricted and unrestricted
resources are available, the District generally uses the restricted resources first, then
unrestricted resources.

Deposits and Investments

The District maintains a cash and investment pool that is available for use by all funds.
Cash includes amounts in demand deposits as well as time deposits. investments are
stated at cost or amortized cost, which approximates fair value. Each fund’s portion of
this pool is displayed as “Cash and Cash Equivalents’ which also includes cash accounts
that are separately held by some of the District's funds. Deposits are not collateralized
nor are they required to be by State statute.

18




NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

Deposits and Investments (continued)

The District follows the requirements of the Utah Money Management Act (Utah Code,
Section 51, Chapter 7) in handling its depository and investment transactions. This Act
requires the depositing of District funds in a “qualified depository”. The Act defines a
“qualified depository” as any financial institution whose deposits are insured by an
agency of the Federal government and which has been certified by the State
Commissioner of Financial Institutions as meeting the requirements of the Act and
adhering to the rules of the Utah Money Management Council.

Deposits

Custodial credit risk — Custodial credit risk is the risk that, in the event of a bank failure,
the District's deposits may not be returned to it. The District does not have a formal
deposit policy for custodial credit risk. As of June 30, 2006, $511,970 of the District's
bank balances of $611,970 was uninsured and uncollateralized.

Investments

The Money Management Act defines the types of securities authorized as appropriate
investments for the District and the conditions for making investment transactions.
Investment transactions may be conducted only through qualified depositories, certified
dealers, or directly with issuers of the investment securities.

Statutes authorize the District to invest in negotiable or nonnegotiable deposits of
qualified depositories and permitted negotiable depositories; repurchase and reverse
repurchase agreements; commercial paper that is classified as “first tier” by two
nationally recognized statistical rating organizations, one of which must be Moody’s
Investors Services or Standard & Poor's; bankers' acceptances; obligations of the United
States Treasury including bills, notes, and bonds; bonds, notes and other evidence of
indebtedness of political subdivision of the State; fixed rate corporate obligations and
variable rate securities rated “A™ or higher, or the equivalent of “A” or higher, by two
nationally recognized statistical rating organizations; shares or certificates in a money
market mutual fund as defined in the Act; and the Utah State Public Treasurer's
investment Fund (PTIF).

The PTIF is not registered with the SEC as an investment company. The PTIF is
authorized and regulated by the Money Management Act, Section 51-7, Utah Code
Annotated, 1953, as amended. The Act established the Money Management Council
which oversees the activities of the State Treasurer and the PTIF and details the types of
authorized investments. Deposits in the PTIF are not insured or otherwise guaranteed by
the State of Utah, and participants share proportionally in any realized gains or losses on
investments.

The PTIF operates and reports to participants on an amortized cost basis. The income,
gains and losses — net of administration fees, of the PTIF are allocated based upon the
participant’s average daily balance. The fair value of the PTIF investment pool is
approximately equal to the value of the pool shares.
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NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

- 2. Deposits and Investments (continued)

As of June 30, 2006, the District had the following investments and maturities:

Investment Maturities (in Years)

More than Quality
Investment Type Fair Value Less than 1 1-5 6-10 10 Ratings
PTIF Investments 1,258,710 1,258,710 - - - ' not rated

1,258,710 1,258,710 - - -

Interest rate risk — Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of an investment. The District manages its exposure to declines in
fair value by investing only in the Utah Public Treasurers Investment Fund and by
adhering to the Money Management Act. The Act requires that the remaining term to
maturity of investments may not exceed the period of availability of the funds to be
invested. The Act further limits the remaining term to maturity of commercial paper to
270 days or less and fixed rate negotiable deposits and corporate obligations to 365 days
or less. Maturities of the District's investments are noted in the previous table.

Credit risk — Credit risk is the risk that an issuer or other counterparty to an investment
will not fulfill its obligations. The District's policy for reducing its exposure to credit risk is
to comply with the State's Money Management Act as previously discussed.

Concentration of credit risk — Concentration of credit risk is the risk of loss attributed to
the magnitude of a govemment's investment in a single issuer. The District's policy for
reducing this risk of loss is to comply with the Rules of the Money Management Council.
Rule 17 of the Money Management Council limits investments in a single issuer of
commercial paper and corporate obligations to 5-10% depending upon the total dollar
held in the portfolio. The District's investment in the Utah Public Treasurer's Investment
Fund has no concentration of credit risk.

Custodial credit risk (investments) — For an investment, this is the risk that, in the event of
the failure of the counterparty, the District will not be able to recover the value of its
investments or collateral securities that are in the possession of an outside party. The
District does not have a formal policy for custodial credit risk. The District's investment in
the Utah Public Treasurer's Investment Fund has no custodial credit risk.
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NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

Deposits and Investments (continued)

Components of cash and investments (including interest eaming deposits) at June 30,
2006, are as follows:

Cash on hand and on deposit:

Cash on deposit $ 297,127
PTIF investment 1,258,710
Total cash and investments $ 1,555,837

Cash and investments are included in the accompanying
combined statement of net assets as follows:

Cash and investments $ 1,555,837

Total cash and investments $ 1,555,837

Accounts Receivable

The property tax revenue of the District is collected and distributed by the North Summit
Treasurer as an agent of the District. Utah statutes establish the process by which taxes
are levied and collected. The county assessor is required to assess real property as of
January 1 and complete the tax rolls by May 15. By July 21, the county auditor is to mail
assessed value and tax notices to property owners.

A taxpayer may then petition the County Board of Equalization between August 1 and
August 15 for a revision of the assessed value. The county auditor makes approved
changes in assessed value by November 1 and on this same date the county auditor is to
deliver the completed assessment rolls to the county treasurer.

Tax notices are mailed with a due date of November 30. Delinquent taxes are subject to
a 2% penalty, with a $10 minimum penalty. If delinquent taxes and penalties are not paid
by January 15 of the following year, these delinquent taxes, including penalties, are
subject to an interest charge at an annual rate equal to the federal discount rate plus 6%;
the interest period is from January 1 until date paid.

As of June 30, 2006, property taxes receivable by the District includes uncollected taxes
assessed as of January 1, 2006 or earlier. It is expected that all assessed taxes
(including delinquencies plus accrued interest and penalties) will be collected within a
five-year period, after which time the county treasurer may force sale of property to
collect the delinquent portion.
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l NORTH SUMMIT SCHOOL DISTRICT
: NOTES TO THE FINANCIAL STATEMENTS
) : JUNE 30, 2006
' I i 3. Accounts Receivable (continued
' The accounts receivable as of Jun 30, 2006, including the applicable allowances for
uncoliectible accounts, are as follows:
_ " Maintenance :
: I and Capital Debt Food
: QOperation Projects Recreation Service Service Total
Receivables: '
l " Tax $ 47,587 $ 58919 $ 15,274 $ 25,265 $ - $ 147,045
_ Local 17,197 9,095 - - 11,200 37,492
_ ' State 3,740 - - - _ - 3,740
I Federal 122,525 - - - - 122,525
: - Gross
- Receivables 191,049 68,014 15,274 25,265 11,200 310,802
I Less: Allowance
for Uncollectibles - - - - - -
I : ' Net Total $ 191,049 $ 68,014 $ 15,274 $ 25,265 $ 11,200 $ 310,802
- 4, Capital Assets
l . Capital Asset activity for the year was as follows:
' Beginning Ending
l _ Balance Increases Decreases Balance
Governmental activities
S - Capital assets, not being depreciated
l \ Land $1,736,101 $ - $ - $ 1,736,101
Total capital assets, not being depreciated 1,736,101 - - 1,736,101
l - Capital assets, being depreciated
Buildings 16,864,260 5,059,946 - - 21,924,206
Equipment 950,289 133,009 (85,000) 998,298
‘ I ' Total capital assets, being depreciated 17,814,549 5,192,955 (85,000) 22,922,504
Accumulated Depreciation for:
I Buildings (4,320,785) (433,231) - (4,754,016)
: Equipment (466,539) (90,179) 85,000 (471,718)
Total accumulated depreciation (4,787,324) {523,410) 85,000 (5,225,734)
l Total capital assets, being depreciated,
net 13,027,225 4,669,545 - 17,696,770
l Governmental activities capital assets, net $14,763,326 $4.669,545 $ - $19,432,871
I 22



NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

4, Capital Assets (continued)
For the year ended June 30, 2006, depreciation expense was charged to functions of the
District as follows: '
Governmental activities:
Supporting services:
Students 9,975
General district administration 2,096
School administration 28,863
Operation and maintenance 393,495
Student transportation 88,981
Total depreciation expense $ 523410
5. Accrued Wages Payable
Wages payable result from unpaid employee service at the balance sheet date. This
amount arises from teacher contracts which spread payments for ten months of service
over a twelve month period.
6. Long-term Liabilities

Long-term liability activity for the year ended June 30, 2006 is as follows:

Balance Balance Amounts
July 1, June 30, Due Within

Governmental Activities: 2005 Additions Reductions 2006 One Year
South Summit School District $ 124,372 $ $ (31,040) $ 93,332 $ 31,070
Lease purchase 3.103% 598,995 (299,497) 299,498 299,498
Lease purchase 5.3625% 1,027,309 (78,586) 948,723 51,892
. 2004 Series Bonds 10,825,000 (370,000) 10,455,000 395,000

' 2004 Series Bonds Premium 80,583 (4,241) 76,342 -

Total Debt 12,656,259 (783,364) 11,872,895 777,460
Total Governmental Activities $12,656,259 $ $ (783,364) $11,872,895 $ 777,460




NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
"~ JUNE 30, 2006

6. Long-term Liabilities (continued)

South Summit School District:

The District has $93,332 in a note payable to South Summit School District. This note
was created by a change in School District boundaries. No interest is due. The debt
maturities are as follows:

For the Year
Ended June 30, Principal
2007 31,070
2008 31,058
2009 31,204
Total $ 93,332

Lease Purchase 3.103%

The District has $299,498 in lease/purchase agreement, with an interest rate of 3.103%.
Repayment will be due in 2007. The debt maturities are as follows:

~ For the Year Total
Ended June 30, Principal Iinterest Payments
2007 299,498 9,293 308,791
Total $ 299,498 $ 9,293 $ 308,791

Lease Purchase 5.3625%

The District has $948,723 in lease/purchase agreement, with an interest rate of
5.3625%. Repayment will be due in years 2007 through 2019. The debt maturities are

as follows:
For the Year Total
Ended June 30, Principal Interest Payments
2007 51,892 50,754 102,646
2008 54,745 47,901 102,646
2009 57,754 44,892 102,646
2010 60,928 41,718 102,646
2011 64,277 38,369 102,646
2012-2016 378,483 134,747 513,230
2017-2019 280,644 27,288 307,932
Total $ 948,723 $ 385,669 $ 1,334,392
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NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

Long-term Liabilities (continued)
2004 Series Bonds
The District has $10,455,000 in outstanding general obligation bonds issued in 2004 with

a true interest rate of 3.92%. Repayment will be due in years 2007 through 2024 and will
be financed from the proceeds of property taxes. The debt maturities are as follows:

For the Year Total
Ended June 30, Principal Interest Payments
2007 395,000 390,861 785,861
2008 415,000 382,961 797,961
2009 445,000 372,586 817,586
2010 475,000 360,349 835,349
2011-2015 2,605,000 1,569,529 4,174,529
2016-2020 3,130,000 1,042,744 4,172,744
2021-2024 2,990,000 347,055 3,337,055
Total $10,455,000 $ 4,466,085 $14,921,085

inter-fund Balances and Activity

For the year ended June 30, 2006, there was one transfer made between the Building
Reserve fund and the Capital Projects fund. The transfer was for $267,926 and was
transferred to cover capital expenditures in the Capital Projects fund related to the new
Middle School building. ‘

In addition to the interfund transfer described above there are also interfund borrowings
which have been accrued by certain funds in order to borrow money on a short-term
basis to cover the expenditures incurred in excess of available funds. The interfund

" borrowings are outlined below:

Due from:

Food
Recreation Service Non K-12 Total

Maintenance and Operation $ 13,482 $ 20,298 $ 4,802 $ 38,582

Reservations and Deéignations of Fund Balances

Undistributed Designation- The State of Utah allows school districts to set aside up to 5%
of their maintenance and operation fund budget in a working capital reserve
(undistributed reserve). This reserve requires formal board action to establish or spend.
The District has set aside $330,367.

Grant programs — This reservation consists of excess revenues over expenditures

accumulated over the year which remain restricted for their intended purpose set by state
categorical funding.

25



10.

NORTH‘SU'MMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006

Pension and Deferred Compensation Agreements

State and School - Cost Sharihg

Plan Description. The North Summit School District contributes to the State and School
Noncontributory Retirement System and the State and School Noncontributory

_ Retirement Systems, cost sharing muitiple-employer defined benefit pension plan

administered by the Utah Retirement Systems (Systems). Utah Retirement Systems
provides refunds, retirement benefits, annual cost of living adjustments and death
benefits to plan members and beneficiaries in accordance with retirement statutes.

The Systems are established and governed by the respective sections of Chapter 49 of
the Utah Code Annotated 1953 as amended. The Utah State Retirement Office Act in

. Chapter 49 provides for the administration of the Utah Retirement Systems and Plans

under the direction of the Utah State Retirement Board (Board) whose members are
appointed by the Governor. The Systems issue a publicly available financial report that
includes financial statements and required supplementary information for the State and
School Noncontributory Retirement System the District is required to contribute 11.70%
of their annual covered salary. A copy of the report may be obtained by writing the Utah
Retirement Systems, 540 East 200 South, Salt lake City, UT 84102 or by calling 1-800-
365-8772.

Funding Policy. Plan members In the State and School Contributory Retirement System
are required to contribute 0.00% of their annual covered salary (all or part may be paid by
the employer for the employee) and the District is required to contribute 0.00% of their
annual covered salary. In the State and School Noncontributory Retirement System the
District is required to contribute 13.38% of their annual covered salary. The contribution
rates are the actuarially determined rates. The contribution requirements of the Systems
are authorized by statute and specified by the Board.

The District's contributions to the State and School Contributory Retirement System for
the years ending June 30, 2006, 2005, and 2004 were $0, $0, and $0 respectively and for
the Noncontributory Retirement System the Contributions for June 30, 2006, 2005, and
2004 were $466,686, $440,348, and $396,481 respectively. The contributions were
equal to the required contributions for each year.

The District provides a 401(k) plan through which employees may make contributions.
The District made matching contributions for the years ending June 30, 2006, 2005, and
2004 in the amounts of $52,321, $49,369, and $50,834 respectively.

Grants

The District receives significant financial assistance from federal and state governmental
agencies in the form of grants. The disbursement of funds received under these
programs generally requires compliance with terms and conditions specified in the grant
agreements and are subject to audit by the District's independent auditors and other
governmental auditors. Any disallowed claims resulting from such audits could become a
liability of the Maintenance and Operation fund or other applicable fund. Based on prior
experience, District administration believes such disallowance, if any, would be
immaterial.
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NORTH SUMMIT SCHOOL DISTRICT

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2006 '

Risk Management

The District is exposed to various risks of loss related to torts; theft of, damage to, or
destruction of assets; errors and omissions; natural disasters; employee health claims

- and workers’ compensation. The District purchases general and automobile liability

insurance. There have been no significant reductions in insurance coverage for any risk
of loss in the past year and settled claims have not exceeded the coverage in any of the
past three fiscal years.

Deficit Fund Balances

The Food Service fund had a deficit fund balance at year end of $2,520 and the Non K-
12 fund also had a deficit fund balance at year end of $4,802. Both funds incurred
expenditures from operations in excess of revenues for the past two years. Currently,
funds are borrowed from the General fund until the Food Service fund and Non K-12 fund
repay the money in the future.
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NORTH SUMMIT SCHOOL DISTRICT
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
' 'MAINTENANCE AND OPERATION
YEAR ENDED JUNE 30, 2006

Variance with

Final Budget -
Budgeted Amounts Actual Positive
: Original Final Amounts (Negative)
Revenues:
- Property taxes $ 1,414,232 $ 1,709,329 $ 1,405,294 $ (304,035)
. Earnings on investments 52,123 103,933 97,997 (5,936)
Other local sources 112,791 75,848 62,948 (12,900)
State aid 4,115,268 4,388,344 4,311,137 (77,207)
Federal aid 362,015 329,886 329,886 -
Total revenues 6,056,429 6,607,340 6,207,262 (400,078)
. Expenditures:
Current:
- Instructional services 4,316,828 4,732,654 4,607,746 124,908
. Supporting services:
Students 146,658 135,704 135,704 -
Instructional staff 118,050 125,428 125,340 88
General district administration 221,709 223,749 220,616 3,133
Schoo! administration 337,794 365,925 364,961 964
Business 101,866 109,418 109,202 216
Operation and maintenance of facilities 232,938 470,096 468,435 1,661
" Student Transportation 386,825 442,666 442,291 375
. .Other support 1,236 1,700 1,700 -
Total expenditures 5,863,904 6,607,340 6,475,995 131,345
Excess of revenues over expenditures 192,525 - (268,733) (268,733)
Other financing sources (uses):
Transfers in - - - -
Transfers out - - - -
Net change in fund balances 192,525 - (268,733) (268,733)
Fund balances - beginning 865,042 865,042 865,042 -
Fund balances - ending - § 1,057,567 $ 865,042 $ 596,309 $ (268,733)

See accompanying notes to the financial statements
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Total

Nonmajor

Debt Building Governmental
Service Reserve Funds
$ 40,818 $ 100,000 $ 202,859
25,265 - 51,739
- - 6,578

$ 66,083 $ 100,000 $ 261,176
$ - $ - $ 62,041
- - 38,582

. - 100,623
66,083 100,000 160,553
66,083 100,000 160,553

$ 66083 § 100,000 _$ 261,176




bebt

Building

Service Reserve Total
$ 849,621 $ - $1,138,492
- 47,614 47,614
- - 212,892
- - 111,724
- - 98,193
- 849,621 47,614 1,608,915
- - 337,549
- - 430,138
401,259 - 401,259
402,783 - 402,783
804,042 - 1,571,729
45,579 47,614 37,186
- (267,926) (267,926)
_45,579_ (220,312) (230,740)
20,504 320,312 391,293
$ 66,083 $ 100,000 $ 160,553
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT
OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Honorable Board of Education
North Summit School District

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of North Summit School District,
as of and for the year ended June 30, 2006, which collectively comprise North Summit
School District’s basic financial statements and have issued our report thereon dated
September 12, 2006. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered North Summit School District’s internal
control over financial reporting in order to determine our auditing procedures for the purpose
of expressing our opinions on the financial statements and not to provide an opinion on the
internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control that might
be material weaknesses. A material weakness is a reportable condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively

~ low level the risk that misstatements caused by error or fraud in amounts that would be

material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned

- functions. We noted no matters involving the internal control over financial reporting and its

operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether North Summit School District’s
financial statements are free of material misstatement, we performed tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

31

"CERTIFIED PUBLIC ACCOUNTANTS

2490 Wall Avenue Ogden, Utah 84401 Phone (801) 621-0440 Fax (801) 399-9264

Royce J. Richards, J. D., CPA
Lynn J. Wood, CPA




~ We noted certain matters that we reported to management of North Summit School District in

a separate letter dated September 12, 2006

This report is intended solely for the information and use of the audit committee,
management, Board of Education, and federal awarding agencies and pass-through entities
and is not intended to be and should not be used by anyone other than these specified
parties.

Woo0 Riclrards Assochates

Ogden, Utah
September 12, 2006
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INDEPENDENT AUDITOR’'S REPORT
STATE OF UTAH LEGAL COMPLIANCE

The Honorable Board of Education
North Summit School District

We have audited the accompanying financial statements of the governmental activities, each

-major fund and the aggregate remaining fund information of North Summit School District, for

the year ended June 30, 2006 and have issued our report thereon dated September 12, 2006.
As part of our audit, we have audited North Summit School District's compliance with the
requirements governing types of services allowed or unallowed; eligibility; matching, level of
effort, or earmarking; reporting; special tests and provisions applicable to each of its major State
assistance programs as required by the State of Utah Legal Compliance Audit Guide for the
year ended June 30, 2006. The District received the following major assistance programs from
the State of Utah.

Minimum School Program

--The District received the following nonmajor State grants which are not required to be audited

for specific compliance requirements: (However, these programs were subject to testwork as
part of the audit of North Summit School District’s financial statements).

Drivers Education

'Our audit also included testwork on the District's compliance with those general compliance

requirements identified in the State of Utah Legal Compliance Audit Guide, including:

Public Debt

Cash Management

Purchasing Requirements
Budgetary Compliance

Truth in Taxation & Property

Tax Limitations

Other General Compliance Issues

The management of North Summit School District is responsible for the District's compliance
with all compliance requirements identified above. Our responsibility is to express an opinion on

| - compliance with those requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether material noncompliance with the requirements referred to
above occurred. An audit includes examining, on a test basis, evidence about the District's
compliance with those requirements. We believe that our audit provides a reasonable basis for
our opinion.
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Independent Auditor's Report on State Legal Compliance
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The resuits of our audit procedures disclosed an immaterial instance of noncompliance with
requirements referred to above, which are described in the accompanying management letter.
We considered these instances of noncompliance in forming our opinion on compliance, which
- Is expressed in the following paragraph. :

In our opinion, North Summit School District, complied, in all material respects, with the general
compliance requirements identified above and the requirements governing types of services
allowed or unallowed; eligibility; matching, level of effort, or earmarking; reporting; and special
tests and provisions that are applicable to each of its major State assistance programs for the
year ended June 30, 2006.

\/VOOD Richards £ Assocrates

Ogden, Utah
September 12, 2006
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Royce J. Richards, J. D., CPA

Lynn J. Wood, CPA

September 12, 2006

Honorable Board of Education
North Summit School District

We have recently completed our audit of the basic financial statements of North
Summit School District for the year ended June 30, 2006. During our audit we noted
the following item for your consideration:

1. State law does not allow for deficits to exist in any fund balance. We noted that
two funds, Food Service and Non K-12, have deficit fund balances. We
recommend the District include as an item of appropriation in each of these funds

the amount shown as a deficit in order to eliminate the deficits in the 2007 fiscal
year.

We appreciate the cooperation we received during the course of our audit.

Sincerely,

WooD Richads ¢ Aesedates

Wood, Richards & Associates, PC

2490 Wall Avenue Ogden, Utah 84401 Phone (801) 621-0440 Fax (801) 399-9264




